Securities and Exchange Commission

to projects as will meet the accounting
requirements of the company for which
the work is performed.

(b) Service costs allocated to con-
struction shall include the proper pro-
portion of salaries, expense of officers
and employees, pay of employees on
the service company’s regular staff spe-
cifically assigned to construction
work, and other expenses of maintain-
ing the service company’s organization
and equipment. Cost of materials, con-
struction payrolls, outside services,
and other expenses directly attrib-
utable to construction work shall be
excluded from the accounting system
of the service company and charged di-
rectly by the vendor or supplier to the
construction project.

(c) Service costs allocated to central-
ized procurement activities shall in-
clude only the cost of the support serv-
ices performed by the service company
in connection with the procurement of
goods for associate companies. Cost of
goods procured shall be excluded from
the accounting system of the service
company and charged directly by the
vendor or supplier to the associate
company concerned. The service com-
pany shall keep records indicating the
cost of goods, if any, which it procures
for each associate company and the
amount of service costs allocated
thereto. These records should be main-
tained to meet the Federal Energy
Regulatory Commission’s accounting
requirements for electric and gas com-
panies.

§256.01-5 Determination of
cost accounting.

Service at cost and fair allocation of
costs require, first of all, an accurate
accounting for the elements which
make up the aggregate expense of con-
ducting the business of the service
company. In the accounts herein pre-
scribed, the total amounts included in
the expense accounts during any period
plus such amount as appropriately may
be added as compensation for the use of
capital, if paid, constitute cost during
such period.

service

§256.01-6 Departmental classification
required.

The importance of ‘‘salaries and

wages’’ as an element of cost requires

§256.01-7

analysis of this item of expense by de-
partmental or other functional cat-
egory in accordance with the depart-
mental organization of the service
company. To the extent practicable,
such departmental organization should
be established along lines which will
provide a readily available basis for
analysis.

§256.01-7 Records.

(a) The books of account and other
records of the service company shall be
so kept as to show fully the facts per-
taining to all entries in these accounts.
All such entries shall be supported by
detailed information sufficient to per-
mit ready identification and audit.

(b) The books and records referred to
herein shall include not only account-
ing records in a limited technical sense
but all other records such as minute
books, stock books, reports, working
papers, memoranda, etc., which may be
useful in developing the history of or
facts regarding any transactions of the
service company.

(c) No company shall destroy any
records except as authorized by the
provisions of part 257 of this chapter.

(d) The accounts may be further sub-
divided: Provided, Such subdivisions do
not impair the integrity of the pre-
scribed accounts. The titles of all sub-
divisions or subaccounts shall refer by
number to the accounts of which they
are subdivisions.

(e) Clearing-accounts shall be Kkept
when necessary or useful in making the
proper distribution of items to the ap-
propriate accounts prescribed herein or
in accumulating general overhead cost
such as rent, utility, employee bene-
fits, and other general and support
services that are to be allocated to
work orders.

(f) On or before the effective date of
this Uniform System of Accounts, the
several accounts prescribed herein
shall be opened by transferring thereto
the balances carried in the accounts
previously maintained by the service
company. The service company is au-
thorized to make such subdivisions, re-
classification, or consolidations of such
balances as are necessary to meet the
requirements of this Uniform System
of Accounts.
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